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On May 18, Panama's Legislative Assembly passed the final version of a law creating an
autonomous Panama Canal Authority. The law spells out the powers and responsibilities of the
authority, which will take over administration of the canal when it reverts to Panamanian control
in the year 2000. The Panama Canal Authority will be headed by an 11-member board of directors
whose president will have cabinet-level rank and may hold another cabinet post as well. The
president of the board will be appointed by the president of Panama. One member of the board will
be appointed by the Assembly. The remaining members will be nominated by the president and
confirmed by the Assembly. The board will have the power to hire and fire the administrator and
assistant administrator of the canal, fix transit fees, manage its own budget, and adopt all necessary
canal regulations including those governing labor relations with canal workers.
The new Canal Authority will have an independent budget that will include all income from transit
fees, which currently totals US$490 million per year, plus additional sums that must be approved by
the legislature and the president. A comptroller named by the president of Panama and approved
by the Assembly will oversee and audit all financial transactions of the authority.
The law frees the authority from liability for payment of any debts incurred by the Panama-US
commission that now administers the canal or from the Panama Canal Company, which managed
the facility from its opening in 1914 to 1979, when the Torrijos-Carter Treaties went into effect. This
would include any debts resulting from labor demands for indemnization of between US$65 million
and US$80 million as control of the canal changes hands. The Panamanian government's view is that
the US government would have to pay this and any similar obligations between now and the year
2000.

Canal law denies the right to strike
The most controversial provision in the law concerns labor relations. Articles dealing with labor
specify that wages for canal workers must be similar to those in effect at the time the canal is turned
over to Panama on Dec. 31, 1999. The law also requires that promotions and pay raises be based on
merit and equal opportunity. But the new law denies the right to strike by the 7,800-member canal
work force.
Lina Boza, leader of the canal-workers union, said the provision violates the constitutional right
to strike. She said the union will ask the Supreme Court to eliminate that clause. In rebuttal, Jorge
Ritter, director of the Canal Transition Commission, said that the Constitution also requires that
canal service be rendered in an uninterrupted manner, which would be impossible if workers had
the right to shut it down over labor demands. Another group complaining about the labor terms
is the Association of Canal Pilots, which called the new law "a formula for disaster." Association
member Jorge Teran said the law amounted to an "experiment" that could cause serious problems
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 1 of 2

LADB Article Id: 55190
ISSN: 1089-1560

in canal management because of the likelihood of labor disputes and the absence of efficient means
to settle them. For example, there is no provision in the new law for a labor-disputes arbitration
panel to lessen the possibility of labor conflicts that could interrupt service.
In a related matter, the Panamanian government plans to use the international conference on the
canal, scheduled for Sept. 7 in Asuncion, Paraguay, to demonstrate that it is taking all necessary
steps to provide for a smooth transition from US to Panamanian control. "The Panamanian
delegation to the conference also plans to hold talks with canal users to listen to their concerns
about the transition and future operation of the canal and to promote our credibility," said Marcel
Salamin, Panamanian coordinator of the Grupo de Rio. (Sources: Inter Press Service, Reuter,
05/16/97 El Panama America, 04/01/97, 05/15/97, 05/19/97)
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